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5 A consideration of signals in the whole valuation interval makes the analysis and the interpretation 
unnecessarily complicated for our purposes.  
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7 For recruitment we use the ORSEE recruitment software from Greiner (2004). 
8 Instructions are in the appendix and subjects were truthfully instructed about all the features of the 
experimental design. 
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9 Especially in common value auctions inexperienced bidders fall prey to the winner’s curse and receive 
negative profits. 
10 We “borrow“ the parameter setting from Cox et al. (2001). 
11 We set n > 3 because we want to avoid non-negative expected profits for naïve bidders. Naïve bidders 
do not consider information apart from their signal and bid ePUT Q rJItUN Q U.
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12 It is possible to enforce payments from subjects. But we do not want to deter subjects from later 
experiments. With a negative balance the bidding strategy changes: bidders may submit the highest bid in 
order to increase the probability to receive positive profits without being afraid of financial consequences. 
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13 Fourfold test categories: low difference (difference < 720) , high difference (>720) and  highest and 
second highest signal.  A significance level of 1% rejects the hypothesis that there is no correlation 
between difference and signal rank winner (test statistic 10,67  >  6,64). 
14 Due to the randomized common value the signal range (i.e. the interval JI Z :
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N) in 
each auction is different. To enable a comparability of prices we standardized prices in the lower signal 
range boundary, i.e. the standardized price in stage t equalsbc?PI? :
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price in the last stage provides information on the lower signal range
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7								#	"8
 # !			"		
 		
#
  	 	      d	 " @  
  
	 	 	 	   	 	   #" *
		#			B	
 : :D
 : .
 ; (
(
;.
::D
:
 :  ( 0 D ; -  . : :: :
P
ri
ce

Lo
w
er
S
ig
n
al
B
ou
n
d
ar
y
Period
7#	,2	69	
79	;<#D<#0<#(	<#<#
                  - 11 -

"";D	0
D	(	
(	
 
::	:##"	#
	:#		"
A
 :.  	   (	  (;  	   0 #
# 	       B 	 #" Hence, the last
observed price hinders a substantial number of bidders to submit their
equilibriumbidsinthelaststage.
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informative bids provides further support for an information revelation
hypothesis.
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difference of 3,600. For  Y  the bid is non-informative, i.e. kl   Z .. Hence, a non-
informative bid undercuts U Z 0
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bidfunctionsdependonthesignalrankofthebidderssignal.
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(final)bidinthelaststage,i.e.thebidderssnipe.
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17 Remember, overestimating the common value in a second-price auction does not necessarily lead to the 
realization of loss, because the price does not only depend on the won bid. 
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weobservethewinner’scurseonlytoasmallextent.
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the observed revenue is not significantly different from the equilibrium
revenue.
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their estimation task. Hence, the results of this analysis should be considered only to be 
suggestive.18
If no information is revealed the best estimator for the common value is the signal. 
While the bidders with the highest signal state an estimation significantly below their 
signal (Median difference: -552, Wilcoxon test: two tailed, p = 0.0117) the bidders with 
the lowest signal state an estimation above their signal (Median difference: 153). The 
Friedman test shows a significant difference of the distributions across signal ranks (p = 
0.0314), i.e. the higher the signal rank, the lower the estimation in comparison to the 
signal. This fact reflects the real position of the signal to the common value. Hence, the 
data suggests that the bidders have an idea of their signal rank. @	
 	  	 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B	#	"The higher the signal rank, the higher the difference. 20 
The Friedman test shows a significant difference of the distributions across signal ranks 
(p = 0.0314). 	#	0-		
#
 -D		#"Hence,thebiddershave
18 We discard all estimations beyond JU Z :

 U W :
N.
19 This is not necessarily the case. If the highest signal equals the highest and the lowest signal equals the 
lowest signal boundary, the common value estimation is exact. 
20 The Kendall coefficient equals 0.96. 
18
not the same information, but do also not solely use their signal as
informationsource.
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